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PAID  UP  OIL  AND  GAS  LEASE 
THIS  LEASE  AGREEMENT  is  made  as  of  the    <2S~  dav  of  TT  S 

f tP  Ml™     M  r  ^s  L^sor and  CAJttgofflL  &GAS  D^C   inm  .    -  c  2°°8'  betWeen  Michael  W  SrfrT  ,M 

Ussee.  All  printed  portions  of  this  lease  mji  K^  Suite  1 500.  Houston,  Texas  77002?  as 

SEE  EXHIBIT  "A"  ATTACHED  HERETO  FOR  DESCRIPTION  OF  LEASED  PREMISES 

and  gas  along  with  all  hydrocarbon  ^Wi^o^,SZS^^^  ^'T^  Prcducuig  feting  oil 
includes  helium,  cart»on  dioxide,  gaseous  im^S^^StS^TS1''^  V?^W*™AhLm 
hydrocarbon  gases.  In  addition  to  the  ibo^lJtank^Sl?  5  commercial  gases,  as  well  a  normal 
smal  stnps  or  parcels  of  land  now  or  hereafter  owned  by  U»S  w2h  Z  *  £         ^ ■  alS°  covers  accretions  any 

^deration  of  the  aforementioned  cash  bonus, 

mstruments  for  a  more  complete  or  accurate  descripSTof  X ^soT^  F^LZ?  J2,  additionaIk°r  suPP^a[ 
Payments  based  on  acreage  hereunder,  the  number  of  gross  aCres  abo^ed  snllitS 

follows:  (a)  For  oil  and  oiler  ^  h^^St^^T^f  t  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as 
such  production,  to  be  delivered  at  ^^^^^J^^T,  7  J  d»J>^ston  *  One-Quarter  (1/4)  of 
facilities,  provided  that  Lessee  tbti^i^^^^^^Z  *        at the  0il  Poser's  transportation 

price  then  prevailing  in  the  s^ffie  dTor  if        sTt,?S  productlon  t0  ltself  or  »  at  the  wellhead  market 

there  is  such  a  rJailingpTe)  fo pi^lw atZwL'^  ^  ^  "  ^  nearest  flcId  »  which 
substances  covered  hereby,  the  roZ ST b ^1^!^^^  ^  ^  imoIudtag  ««>  «™1  all  other 

shall  pay  an  aggregate  shuMn  royalty  often  dollars  per  net  mineral  acre  then  covered  by  this  lease sue ^pWemtote  rr^eTo  Sor 
JwJf0"  °f  ^  311(1  thereafter  °n  "before  «*  anniversary  of  the  Zo?^!^^^^ 

^  Sh? "  orProductT  »  ^  being  sold  by  Lessee;  provided  that  if  this  lease  is  t^^Si^^Z 

operations,  or  if  production  ,s  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  poStowith  no 
shut-in  rcyaltyshall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  swh^iion^p^dSS^eS 
failure  to  properly  pay  shut-m  royalty  shall  render  Lessee  liable  for  the  amount  due,  but  shall  noTojSe  to  terSe  dirfSase 
Lessee  may  no.  maintain  this iUase  in  effect  solely  by  the  payment  of  shut  in  royalties  for  (i)  any  one^od o W Tttln  Two  (2) 

fiXSwte  ***** during  ^ 211  wel[s  ^ actuai,y  and  pnysicaiiy  *  fron^me to  ^™f«cSS 

4.  Shut-in  Payment  All  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  directly  to  Lessor  at  the  above  address  or 
its  successors,  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  in  currency,  or  by  check  or 

L      il        P3™80?  1 tendere  10  Lewor  by  deposit  fa  the  U"S- Mails  m  3  s,MaPed  envel°Pe  ^dressed  to  the  Lessor  at  the  last 
address  known  to  Lessee  shall  constitute  proper  payment. 

5.  Operations.  If  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry  hole")  on  the  leased 
premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause 
including  a  revision  ot  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority  then  in' 
the  event  this  lease  is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for 
reworking  an  existing  well  or  drilling  operations  for  an  additional  well  or  for  otherwise  obtaining,  restoring  or  increasing  production 
on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days 
after  such  cessation  of  all  production,  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  lease  is  not  otherwise  being 
maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations  reasonably  calculated  to  obtain  restore 
or  increase  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with  no 
interruption  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances 
covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith 
After  completion  of  a  well  capable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  leased 
premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar  circumstances  to  (a) 
develop  the  leased  premises  as  to  reservoirs  then  capable  of  producing  in  paying  quantities  on  the  leased  premises  or  land  pooled 
therewith,  or  (b)  protect  the  leased  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled 
therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein 

6.  Pooling.  Lessee  shall  have  the  right,  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any 
other  lands  or  interests,  as  to  any  or  all  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the 
commencement  of  drilling  or  production  whenever  Lessee  deems  it  necessary  or  proper  to  do  so  in  order  to  prudently  develop  or 
operate  the  leased  premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests  The  creation 
of  a  unit  by  such  pooling  shall  be  based  on  the  following  criteria  (hereinafter  called  "pooling  criteria"):  A  unit  for  an  oil  well  (other 
than  a  horizontal )  shall  not  exceed  40  acres  plus  a  maximum  acreage  tolerance  of  10%,  and  for  a  gas  well  or  a  horizontal  completion 
shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas 
well  or  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any 
governmental  authority  having  jurisdiction  to  do  so.  For  the  purposes  of  the  forgoing,  the  terms  "oil  well"  and  "gas  well"  shall  have 
the  meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or  if  no  definition  is  so  prescribed  "oil  well" 

mean\MeI!^lth  ?"  in'tial  gaS"0il  rati0  0f  less  than  i00m  cubic  feet  P»  barrel  and  "gas  well"  means  a  well  with  an  initial  gas-oil 
ratio  of  100,000  cubic  feet  or  more  pre  barrel,  based  on  a  24-hour  production  test  conducted  under  normal  producing  conditions  using 
standard  lease  separator  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  or  gas  well  in 
which  the  horizontal  component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof  In 
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shall  be  treated  as  if  it  were  I«dJL.^^ 

lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  £a7uT^£S: J  eMq*  ^     P"**"*™  ™  which 

included  in  the  unit  bears  to  the  total  gross  aXeTn  L^tt^ZZT  ^  J*  C0Vered  by  this  ,ease  and 

Ussee.  In  the  event  a  unit  is  formed  hLwitobXSS^  the  «tent  such  property  of  unit  production  is  sold  by 

not  yet  known,  the  unit  shall  be  bJ^pSZ^^^^ 

prcvided  that  within  a  reasonable  time  after  cJS^^Z  Ul^K  £  £  5  ^  *  ^  C°mpled0n  °f  ,he  well; 
criteria  that  actually  exists.  Pooling  in  one  or  iJKX«i!f^  *  ?*  'f  If!<KBiy  t0  confonn  t0  ™e  P°olin8 
the  recurring  right  but  not  the  obligation ™  ^^JSfeSS  1  ^  heitUnder  and         sl*»  ^ 

commencement  of  product,  m  So  coS 

authority  having  jurisdiction,  or  to  conform  to  S^^S^SS^^T^  °f  pem,ltted  * the  governmental 
a  unit  hereunder,  Ussee  shall  file  of  record  a  v^arS^SdZ^^^  ?  X  SH  *ovcmmental  authonty.  To  revise 
To  the  extent  any  portion  of  the  k^pSm^^  ^      °f  revision- 

production  on  which  royalties  are  payable  hereunder  S ZZfaTf^s  "mt  by  v,rtuc  of  such  revision,  the  proportion  unit 
quantities  from  a  unit,  or  upon  permanent  accordingly.  In  the  absence  of  production  in  paying 

To  the  men,  any  roya,ty  or  oto^S  2^f»TTn^^^X^  ™  ^  "Jf  °f  U,e  leaS=d  PrcmiseS- 

transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each  * 
9  Release  of  Lease  Ussee  may  at  any  time  and  from  time  to  time  deliver  to  Lessor  and  file  of  record  a  written  release  of  this  lease 

10.  Ancillary  Rights.  No  well  shall  be  located  less  than  600  feet  from  any  house  or  commercial  building  now  on  the  leased  nr™^ 

SsXSs consent>  ^ sha" m causcd  * its opwBtions  to  buiidkgs 

JiiJH^?1?66  Limi?ti0n"  ^eeJha»  n«  induct  any  surface  operations  upon  any  part  of  the  surface  of  the  leased  premises 
aTE^ \    JT'  ^  auSUb"SUrfaCe  eaSement  10  ho™aI'v       under  the  suiface  of  the  leased  J££eT  SthZS 

2£o?  C0B,nuy'  ^ sha11  ^ 1116  right  t0  conduct «        but  4^b?!^T^2 

!ii?Vir0m^??tSafegllfrf  ■  LfSec  Sha"  empIoy  Such  measures  35  wil1  reduce  1116  N«Bt  of  its  operations  upon  improvements 
nvSS  ^1        011      6356(1  PremiS<S-  ^  Sha"  USC  rcaS0nable  care  ^  Mfi®»^  ^  conducting  tetJffiS 
JST?     T*  ^S^*0"  ?  P0""*"1  ^  »y  P°llutant'  or  ^tatninant  tolufy  enXmn^meTuT 

S on^fr  Sir??  1SeK'  «rnd^  "f"**  or  subsurface  strata,  ambient  air,  or  any  other  environme^imS 

m,  on  or  under  the  leased  premises.  Lessee  shall  remediate  any  condition  which  is  hazardous  to  humans  or  wildlife  resil ingfiZ 
Lessee's  operations  m  or  under  the  leased  premises.  resulting  rrom 

13.  Visual  Appearance.  Lessee  shall  not  permit  the  disposal  of  trash,  storage  of  used  equipment  or  other  such  materials  on  the  well 
sues  and  shall  mainfcu,  the  we 1  sites  m  a  neat  and  orderly  fashion.  Ussee  shall  conduct  or  improve  necessa^Tase roadTa Tal 
weather  roads  and  shall  maintain  such  roads  in  a  good  state  of  condition  and  repair  in  order  to  prevent  excesslusS  SStoaod 
welTS  tZTF?^  Surro^  «™»ent  **  «**  and  appearance,  Ussee  shall  install  appropriate  faSZSfeS 
well  and  related  facilities  in  a  visually  appealing  manner  in  an  effort  to  maintain  the  continuity  of  the  surrounding  area  and  shaU 

SSToSiST,?  "        St2tenf  T^TUP°n  rClUSi°n  °f  UsSee'S  ^  and  ^-P'^on  operations,  iTee  shTrestore  S 

Klnn  t         h  ii         g  Uu  ^  f°r  pr°dUCin8  °perationS  as  neari*  as  15  reasonabl>'  P™1^ «»  i«»  original  sute 

to  addition,  Ussee  sha  1  maintain  the  well  sues  m  a  maimer  whereby  they  shall  be  free  of  noxious  vegetation  and  debris  result, ng  from 
Lessee  s  opowow.  Upon  lease  expmrtion.  Ussee  shall  remove  all  of  Lessee's  equipment  and  resfcre  the  surface  of  the  ground  S 
nearly  as  is  reasonably  practicable  to  its  original  state. 

14.  Groundwater  Protection.  Any  oil  or  gas  wells  drilled  by  Ussee  shall  be  drilled  in  compliance  with  the  surface  casing 
requirements  imposed  by  the  State  ot  Texas  for  groundwater  protection  and  Ussee  shall  install  such  surface  casing  in  the  required 
manner  m  order  to  insure  the  protects  of  all  fresh  water  bearing  formations  in  and  under  the  leased  premises 

15.  Noise  Abatement  and  Safety.  Lessee  shall  utilize  modem  equipment  with  appropriate  safeguards  in  its  drilling,  completion  and 
producing  operations  Whenever  possible,  Ussee  shall  install  sound  barriers  and  utilize  hospital  grade  mufflers  on  compressors  to 
reduce  noise  levels  and  emissions  while  conducting  its  operations  in  populous  urban  areas 

16.  Seismic  Operations.  Lessee  shall  pay  for  all  damages  incurred  to  the  leased  premises  which  result  from  its  seismic  operations 
Other  than  seismic  operations  as  provided  herein,  by  execution  and  delivery  of  this  Lease,  Lessee  does  not  otherwise  obtain  the  right 
to  conduct  exploration,  excavation  or  drilling  operations  from  or  upon  die  surface  of  any  portion  of  the  leased  premises 
H'^t  ??T™J?  COn?UCUnS its  operations  hereunder,  Ussee  shall  comply  with  all  ordinances,  roles  or  regulations  imposed 
by  the  City  ot  Fort  Worth  or  other  governmental  agency  which  are  in  effect  as  of  the  date  of  this  lease. 

18  Regulation  and  Delay.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws 
rules,  regulations  and  orders  of  any  governmental  authority  having  jmisdiction,  including  restrictions  on  the  drilling  and  production  of 
wells,  and  regulation  ot  the  price  or  transportation  of  oil,  gas  and  other  substances  covered  hereby.  When  drilling  reworkine 
production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessarv 
permits,  equipment,  services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions  war 
sabotage,  rebellion,  insurrection,  not,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of 
purchasers  or  earners  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control,  this  lease 

S^^fSZ?  reCaUSC  f  uUCh  ST?0?  °[delay' and' at  UsSee'S  0ption>  ^  Period  of  such  P«v"i«n  or  delay  shall  be  added 
to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  provisions  or  implied  covenants  of  this  lease  when  drilUng,  completion 
production  or  other  opemtion,  are  so  prevented  or  delayed.  Lessor  hereby  agrees  that,  in  the  event  Lessee  deems  it  neceSary  to  seek  a 
variance,  waiver  or  other  rehef  from  any  laws,  rules,  regulations,  or  orders  (which  for  purposes  of  this  paragraph  shall  include  any 
ordinance)  or  other  such  authonty  exercised  by  (i.)  the  City  of  Fort  Worth,  including  but  noTlimited  to  the  well  setback  See  for 
gj*  dnlhng  and  production,  or  (u  by  any  other  governmental  entity  or  authority  having  jurisdiction,  then  Lessor  shall  engage  in 
reasonable  acts  and  execute  and  deliver  such  instruments  and  documents  Lessee  deems  necessary  or  convenient  in  seeking  such  rehef 
fa  the  event  Ussee  is  required  by  such  authonty  to  acquire  Lessor's  consent  as  a  prerequisite  to  obtain  such  variance,  waiver  or  other 
rehet,  Lessor  grants  to  Lessee  and  agrees  that  Lessee's  leasehold  estate  acquired  hereunder  includes  the  right  to  utilize  this  lease  « 
Lessor  s  consent  and  ratification  of  any  subsequent  variance,  waiver  or  other  relief  Lessee  seeks,  without  the  necessity  of  Ussee 
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obtaining  any  additional  or  subsequent  consent/s  from  Lessor  Lbniw  fimh. 

engage  in  acts  that  would  diminish  or  adversely  L£  th^rf^S^^         **  l°  d°CUinentS  °r  habmm  or 

-  —  two  (2)  yeare  ta 

(S6.667.00)  per  net  mineral  acre.  Lessee  STeSsTsu^inTv  I,  ™°USand  ^  Hundred  Six*  Seven  and  N°'"»  Dri £ 
in  the  U.S.  Mail,  postage  prepaid,  to  U^S^^^^^T  ^  etoc*m  ^  with  1,16  W™2 
pnor  to  the  end  of  d.e  primary  term  hereof,  or  if  ^cv^^^S^^T  f^3™  *  ^ in  either  case' 
therewith  at  the  expiration  of  the  primary  term  in  such  ^Zto^ZT^l     r  ^  °r  Upon  lands  P°olcd 

complete  of  the  relevant  operations.  This  optfon  ^S^ttolS^^Sl  h  £T  <30>  **»  after  the 

by  Lessee  to  Lessor's  last  known  address  on  or  before  the  e^rion  of  th^Tn'  '  T  V  ™6  &Ry  CX6rCISed  ,f  P**™*™1 is  fo™arded 
Mail,  (ii.)  Overnight  Delivery  Service,  or  (iii.j ,  b> I  5™  "  ^  eXtCnSi°n  by>  ft)  US 

may  pay  and  discharge  ^tS^  ZtgageTor  £ ^3L?3t  ±SS  that  UsSee  at  Ijessees'  opfon 

pay  for  the  costs  of  any  subordinati^thai ^S^^K£L£<??iS      *  """T  a^  to 

be  subrogated  to  the  rights  of  the  party  to  whom  oavmeni :  isS  ™?  tfSJv  .  v  P3866  exerciSes  such  °Ption*  sha» 
any  royalties or shut-inmyalties ^^M^S^^A  lit  el?T    °  * ^ n0t  itSelf  out of 

with  Lessor's  title,  Lessee  may  suspend  toTwZeS  ofrovahi23 7*h  t  ? ^  1S made aware of  claim Consistent 
been  furnished  satisfactory  evident  ^T^ISiSh?  ^  wM"t  ^  We  ^ 

^persons  cleans* 


IN  WITNESS  WHEREOF  this  instrument  is  executed  on  the  date  first  above  written  >  .  S 


LESSOR;  Michael  W.  Sparger 


Signal 


LESSOR.  Mtuydel  M.  Sparger 


Individuallyfand  in  all  Capacitie/for  the  above  described  Land 


  Signature, 


Title: 


Individually  and  in  all  Capacities  for  the  above  described  Land 
Title: 


ACKNOWLEDGEMENTS 

STATE  OF  TEXAS  § 

§ 

COUNTY  OF  TARRANT  § 

This  instrument  was  acknowledged  before  me  on  the^^T    day  of  "ft^)   2008  by 

lie  for  the  Stat 


Nojfiry  Public  for  the  State  of  Texas 

=  Octobers  innw  // 

STATE  OF  TEXAS 
COUNTY  OF  TARRANT 

This  instrument  was  acknowledged  before  me  on  the  day  of  2008,  by 


Notary  Public  for  the  State  of  Texas 
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EXHIBIT  "A" 


LESSEE 


LEGAL  DESfRIPTrnM 


ARFJZOOIL& 


,  2008,  BY 


GAS,  INC.,  AS 
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Addendum 


I.  DEFINITIONS 

As  used  herein,  "River  Trails"  includes  the  area  bordered  by  the  following: 

North:  by  Trinity  Boulevard; 
East:     Precinct  Line  Road 
South:    by  Saranac  Trail 
West:    by  Salado  Trail 

herein.  *  is  a  map  of  the  area  comprising  "River  Trails"  as  defined 

™pecti£  commwhizS llZrSl  ^  amount  of  net  mineral  acres  contributed  by  each 

and/or  the  Lease  fully  or  cartiallv  emi™  th»>  Ji,  •  part  of  me  Lease  ls  released 

^■-iJSS^^^&^T™^ Lessor  shaU  own  ** 

proportion  as  immediately  prior  Tl?iZo  fe^l  T,t  "  ? T*'  m      82,116  manner 

=usr  *  *  ^^^^  ~^r=rs 


